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Bases of American-Japanese Cooperation 


An American observer finds the Communist threat precludes “neutralism" 
and emphasizes the need for cooperation in policies of mutual interest. 


BY WILLIAM HENRY CHAMBERLIN 


pagen YEARS AFTER Pearl Harbor there has been 
a remarkable improvement in American-Japanese 
relations. American subsidies amounting to over two 
billion dollars helped Japanese reconstruction in the 
difficult years after the end of the war. United States 
influence was a considerable factor in procuring for 
Japan a peace treaty without punitive and economically 
impossible restraints on economic activity re- 
parations demands. The bilateral security pact which 
accompanied the peace treaty creates a loose form of al- 
liance between the two countries, The right of the 
United States to maintain air and naval bases on 
Japanese soi] carries with it an American commitment 
to defend Japan against attack. 

There has been a parallel reorientation of American 
policy in relation to that larger part of Germany which 
is not under Communist domination. The time of the 
Morgenthau Plan and the Potsdam Agreement, which 
imposed drastic limitations on German industrial pro- 
duction and development, has long passed into oblivion. 
American subsidies, still larger in Germany than in 
Japan, and American diplomatic influence, consistently 
employed during these last years to remove and soften 
handicaps and discriminations, have helped to promote 
in West Germany a remarkable economic recovery. 

This reorientation in American policy toward its 
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principal wartime opponents has been speeded up by 
the transformation of the Soviet Union, regarded as a 
wartime ally, into an enemy and by the very great in- 
crease in Soviet political and military power since the 
end of the war. In contrast te the situation that has 
always prevailed in the past, the war left in Europe 
and in Asia an immense power vacuum, with no nation 
or combination of nations in a position to Serve as a 
counterweight to the military might of the Soviet em- 
pire. 

The strength of this empire, in manpower, raw ma- 
terials, and industrial potential has been formidably 
augmented by the absorption of a great area of eastern 
and central Europe, with a population of about one 
hundred millions, and by the Communist seizure of 
power in China. The Soviet threat to the security and 
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independence of the United States and of the non-Com 
murust nations of Europe and Asia is threefold 

There is the threat of vast military power, in the 
hands of a dictatorial segime which controls the 
Eurasian expanse from the Baltic Sea to the South 
China Sea. There is the threat of a very highly or- 
ganized system of espionage and “fifth column” sub- 
version, facilitated by the fact that Communism is a 
universal faith, with adherents in all countries. These 
adherents, as both American and Japanese experience 
shows, often furnish voluntary recruits for Sovict es- 
pionage rings. Finally, there is the threat of Communism 
as an idea which, when put into practice, leads to 
soulless and merciless domination over the souls 
and bodies of men and destroys the accepted values 
both of Western and of Eastern civilization, 


"Mutual Interest” in US Policy 

In order to meet this Communist threat, something 
unique in human history, American policy during the 
last few years has aimed at the creation of anti-Com- 
munist coalitions on a broad basis, both in Europe and 
in Asia. If imperialist Soviet Communism is a threat 
to the United States, it is a much graver threat to 
weaker nations which geographically lie athwart the 
path of prospective Soviet expansion. Therefore the 
average American, while he is not so naive as to be- 
lieve that America’s large outlays for the military and 
economic support of foreign countries are for altruistic 
purposes, is convinced that the coalitions are based on 
the sound conception of mutual interest of all the par- 
ticipants and are, indeed, more necessary, perhaps, for 
the foreign participants than they are for the United 
States 

This is why the “neutralist” attitude which one finds 
among some non-Communists in Japan and also in 
European countries is a little hard to understand, on 
any basis of realistic logic. This neutralist attitude 
very often seems to resolve itself into a wish that the 
late war had never taken place or into .a delusion 
that the Soviet Union is not what the words and actions 
of its leaders have so often proved it to be: a predatory 
power with unlimited dreams of expansion, quick to 
pounce on weakness wherever it shows itself. 

Certainly most Americans might share this wish 
that the last war had never taken place. For military 
victory broughi: America no accession of territory or 
wealth, no material gain of any kind, and also failed 
to assure the stable peace and international security 
which the overwhelming majority of Americans hoped 
for 

The former American Ambassador to Japan, Mr. 
Joseph C. Grew, in his two-volume memoirs * suggests 
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with all the authority of his prestige and background 
two interesting “might have beens.” Mr. Grew believed 
at the time and still believes that the proposed personal 
meeting of Prime Minister Prince Konoye and President 
Roosevelt in the autumn of 1941 would probably have 
led to a ‘satisfactory settlement and averted the Far 
Eastern war altogether. Mr. Grew also worked hard 
in May 1945 for a specific assurance to the Japanese 
government and people that “unconditional surrender” 
would not be inconsistent with the retention of the 
Imperial dynasty. Such an assurance was given, but 
much lJater. As Mr. Grew observes, the whole world 
(except for the Soviet leaders) would have been the 
gainer if peace had been made with Japan before 
Soviet troops overran Manchuria and North Korea 
and before the atomic bomb was dropped. 

Some features of early American occupation policy 
in Japan are now widely regarded as mistakes, notably 
the pressure employed to induce the Japanese people 
to adopt a “pacifist” constitution which is quite out of 
line with the realities of present-day international 
politics. However, the important problem is not what 
might have happened if militarist influence in Japan 
before the war had not been so strong or if American 
diplomacy had been more flexible. The problem is 
what is in the best interest of the two nations now. 

About two years ago, when the military situation in 
Korea looked very dark for the UN fopces, I had an 
exchange of letters with a Japanese who had been a 
college classmate and whom I later saw quite fre- 
quently during the four years which I spent in Japan, 
from 1935 until 1939. In his general outlook he was 
a liberal, not a Communist. In fact he was the kind 
of intellectual, with a background of Western educa- 
tion, whom a Communist dictatorship would almost cer- 
tainly have “liquidated” sooner or later. 

But his reaction to the military crisis in Korea 
seemed to me defeatist and, in some degree, self-con- 
tradictory. He spoke of the general shock and dismay 
in Japan over the severe defeat which had been in- 
flicted upon American troops, criticized the “hemisphere 
defense” strategy which was then being advocated by 
Herbert Hoover, Joseph P. Kennedy, and others, and 
ended by expressing fervent opposition to Japanese re- 
armament. 


Necessity of Self-Defense Power 


1 could have recognized consistency if my friend had 
suggested that the United States withdraw altogether 
from eastern Asia, although the personal consequences 
of such a decision for a Western-educated non-Com- 
munist would scarcely have been pleasant. But it was 
a little hard to understand the logic of simultaneously 
showing great concern that the line be held by American 
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troops in Korea and opposing at the same time Japanese 
self-defense preparations. 

There also seems to be a contradiction, no doubt 
unconscious, in the attitude, not uncommon in Germany 


as well as in Japan, of opposing rearmament while in- | 


sisting on complete national equality. But a nation which 
relies entirely on foreign powers to assure its defense,, 
which fails to lift a finger on its own behalf, can 
never hope to enjoy genuine equality. It will be con- 
demned by its own action to the status of a permanent 
protectorate. 

Neutrality may still be a feasible conceptior, al- 
though not for countries in exposed geographical posi- 
tions. But an unarmed neutrality would command no 
respect. The two leading European neutral states, 
Switzerland and Sweden, enforce universal liability to 
military service and spend substantial portions of their 
budgets on military preparedness. The suggestion that 
such smal! nations cherish aggressive designs would be 
laughable. But Swiss and Swedes both know, on the 
basis of historical experience, some of it quite recent, 
that their neutrality will be respected only so long as it 
is backed by substantia! armed force. 2 


Arguments Against Arms Reviewed 

The reasoning of those Japanese groups which op- 
pose rearming is set forth in some detail by Professor 
Tatsuji Takeuchi in the Far Eastern Survey of Novem- 
ber 19, 1952. The main points in this reasoning may 
be surnmarized as follows: 

(1) Japan's financial and economic resources cannot 
. stand the burden which rearming would entail. 

(2) To rearm now would not contribute to the 
security of Japan, but would invite attack from the 
Communist world, from the Soviet Union and Commu- 
nist China. 

(3) The United States might withdraw from Japan 
when the moment of showdown came, leaving Japan 
in the unenviable position of fighting the rearguard 
battle to cover the withdrawal of the United States 
forces from the Orient. 

(4) If Japan is allowed, or forced, to have large- 
scale armament, this might be the death warrant for 
its democratic institutions. 

How do these arguments square with Japan's true na- 
tional interests and with the realities of internationa! 
politics? 

(1) How are Communist-ruled nations, some of 
which suffered as much in the war as Japan, able to 
engage in intensive militarization? Japan's prospects 
of achieving a genuinely independent status will dwindle 
to the vanishing point if it remains unarmed in the 
face of a heavily armed Soviet Union and Red China. 

The example of South Korea is a strong argument 
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against “preferring butter to guns.” The responsibility 
here, to be sure, was American. Up to 1950 the 
United States provided South Korea with a lightly 
armed, inadequately trained military force, while it 
poured considerable sums into the country for economic 
reconstruction. The Soviet Union pursued a precisely 
reverse policy in North Korea. ‘ 

In the light of what South Korea has suffered as a 
result of an invasion which might never have taken 
place or might have been repulsed quickly if South 
Korea had been properly armed, the advisability of 
neglecting the needs of national defense seems highly 
questionable. 

(2) This is an argument of strength through weak- 
ness, and is certainly not impressive in the light of 
recent experience. The assumption is that the Sovict 
Union and its Asiatic satellites will spare a helpless 
Japan and will attack a Japan with some power of 
self-defense. Precisely the contrary seems much more 
probable. There have been cases when totalitarian ag- 
gression has been prevented or repelled through strength. 
There is no authentic case when such aggression was 
“appeased” or averted by helplessness, 

(3) Failure of Japan to rearm will increase the 
probability of the American retreat which Japanese 
“neutralists” profess to fear. It is obvious that Japan's 
defensibility will be in direct proportion to the willing- 
ness and ability of the Japanese people to cooperate in 
their own defense. 

(4) Democratic institutions which cannot be de- 
fended are not likely to endure very long or to be worth 
very much. The example of Switzerland, one of the 
freest countries in the world and one where every man 
is a trained soldier, shows that there is no inherent 
contradiction between liberty and military training. 


Poor Prospects for China Trade 

Japanese neutralist thinking is often associated with 
the argument that Japan cannot survive economically if 
it is cut off from the China market. But this argument 
seers to overlook some fundamental economic changes 
which are calculated to diminish very much the bene- 
fits which Japan formerly derived from China trade, 
quite apart from special restrictions imposed in connec- 
tion with the war in Korea. 

The new status of Manchuria and the Chinese 
Communist system of state control of the whole national 
economy, including foreign trade, reduce very sharply 
Japanese commercial prospects on the Asiatic main- 
land. The former Japanese preferred status in Man- 
churia has disappeared. The Soviet Union will enjoy 
a preferred position in the Chinese market, so long 
as the present regime is in power in Peiping. Com- 
munist nations, following the example of the Soviet 
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Union, are inclined to place all the emphasis not on 


satisfying the consumer, but on building up heavy 


industries 


It is 
China, even if there were no war in Korea, would 


therefore, extremely doubtful whether Red 
be a promising market for Japanese textiles, bicycles, 
and other consumer goods. So far as products of the 
Japanese ‘heavy industries are concerned, these will 
probably not lack sales possibilities so long as the non- 
Communist world, including Japan itself, is rearming 
American purchases in Japan during the Korean war 
far exceed in value anything Japan could have reason- 
ably hoped to acquire through free trade with China, 
insofar as there can be “free trade” with a Communist 
government 

Every American with any background of Far Eastern 
knowledge understands sympathetically Japan’s need for 
the widest possible foreign trade opportunities. American 
success in establishing a basis of permanent Coopera- 
tion with Japan depends in considerable degree on its 
ability to carry out a far-sighted economic policy in 
such matters as tariffs, fishing rights, and shipping, 
regardless of the protests of special interests 


But the world today is divided, not united, eco- 


nomically, politically, and morally. Neither Japan nor 
any other country can hope to enjoy simultaneously un- 
limited trade with the Communist and non-Commu- 
nist parts of the world. A choice must be made. There 
is little reasonable doubt as to which choice is dictated 
by Japan’s national interest. Japan can certainly ex- 
pect a higher standard of living by retaining close com- 
mercial and financial relations. with the United States 
and access to the markets of North and South America, 
Europe outside the iron curtain, Africa, and the greater 
part of Asia than it could hope to enjoy if it vanished 
behind the iron, or bamboo, curtain and became a cog 
in the economic system directed from Moscow. 
There is a genuine and solid basis for American- 
Japanese political, economic, and cultural relations, if 
each country will take a sympathetic and realistic view 
of the needs and the position of the other and will 
subordinate minor grievances to the overshadowing 
threat of Soviet and Chinese Communist aggression. The 
words of Benjamin Franklin at the time of the sign- 
ing of the Declaration of Independence apply to the 
entire non-Communist world today, “If we don’t hang 
together,” declared Franklin, “we shall all hang sep- 


arately.” 


Japan's Balance of Payments Prospects 


Problems of trade raise serious questions for Japan's future and for American 
policy. What solutions are possible, and can they answer Japan's needs? 


BY REED J. IRVINE 


— BALANCE OF PAYMENTS OUTLOOK for the im- 

closely allied with military and 
political developments in the Far East. As long as the 
United States and other allied powers are militarily 
Japan seems assured of substantial 


mediate future is 


engaged m Korea 
foreign exchange earnings from the official and per- 
sonal expenditures of their armed forces. In the event 
of the expansion of the Korean war, Japan's balance 
of payments problems would tend to be pushed into 
the background for the duration. Japanese as well as 
that the future will bring 
would permit the with- 


Americans hope, however 
a settlement ino Korea which 
drawal or reduction of American and other allied forces 


in that areca 
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The Japanese are well aware of the fact that their 
economy has not yet been freed of dependence upon 
receipts of US dollars not earned in the course of 
normal commerce. Through 1950, American aid was 
the largest source of these abnormal receipts. Its place 
has since been taken by sales of goods and services to 
UN forces (mainly American) in Japan and Korea. 
Imports, including American aid imports, exceeded ex- 
ports by $153 million in 1950 and $683 million in 
1951. During the first five months of 1952, the excess 
was running at an annual rate of $450 million. Extra- 
ordinary receipts have more than covered these import 
surpluses. In 1950, American aid receipts reached $253 
million and income from the sale of goods and services 
to the UN forces in Korea totaled nearly $50 million. 
In 1951, American aid declined to $155 million, while 
receipts from UN forces special procurement rose to 
$327 million. In addition to this, Japan received $86 
million for the maintenance costs of US forces in Japan 
and $211! million from the expenditures of allied per- 
sonnel, clubs, and other organizations. Receipts from 
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these sources totaled $779 million, almost all of which 
was paid in dollars. 

In the two years following the outbreak of war in 
Korea, Japan’s foreign exchange reserves rose from the 
equivalent of $341 million to $1,161 million in spite of 
the large trade deficits incurrd in this period. This 
-rate of accumulation would appear to leave the Jap- 
anese a substantial margin for reductions in foreign 
exchange earnings, and it might be concluded that even 
fairly large cuts in Korean special procurement or other 
American spend!ng: in Japan could be absorbed easily. 
This, however, would involve a loss of dollar earnings, 
and it must be noted that Japan’s reserves of dollar 
exchange increased at the annual rate of $121 million 
in 1951 and $177 million in the first half of 1952. 
Any substantial decline in earnings arising from the 
Korean conflict could easily plunge Japan into a 
serious dollar shortage even though it might not produce 
an overall unfavorable balance of payments. 

A settlement in Korea would not place Japan in this 
difficulty immediately. The Japanese could expect 
continued earnings, even if at a declining rate, from 
this source for some time. This, along with accumulated 
reserves, would probably cushion the shock, but only 
temporarily. 


Japan and Korean Reconstruction 


It is also expected that peace in Korea will be 
followed by an internationally financed reconstruction 
program which will probably stimulate Japanese exports 
to that country. However, it is impossible to say what 
funds may be made available for this purpose and 
what percentage of the reconstruction goods may be 
purchased in Japan. The United Nations Korean Re- 
construction Agency has received pledges of $223 
million for its operations, but not all of this sum has 
yet been made available and a portion of the contribu- 
tion has already been used for administrative purposes. 

Japan will undoubtedly benefit from Korean _re- 
construction expenditures since she normally supplies 
a major portion of Korean imports. However, even 
should the rate of annual expenditure be planned to 
absorb an amount equal to the present total pledged 
contributions, the income accruing to Japan will fall 
considerably short of her current special procurement 
earnings. Moreover, Japan again might be expected to 
make a substantial contribution herself. Korean re- 
construction will at best provide a temporary and 
partial solution for the Japanese problem. 

Therefore, despite their impressive foreign exchange 
reserves, the Japanese have a serious balance of pay- 
ments problem which should receive careful attention 
on both sides of the Pacific. Our policy of increasing de- 
pendence upor Japan as a stabilizing factor in the 


DECEMBER 31, 


1952 


Far East can succeed only if a long-run solution to this 
economic problem is found. 

Past experience provides us with little or no com- 
parable background to form a judgment of the magni- 
tude of the problems Japan will probably face in the 
event of carly Korean settlement. An examination of 
the problems and difficulties experienced in the far 
more favorable prewar years may, nevertheless, be 
instructive. 

Prewar Structure of Trade 

For example, it is significant that even prior to World 
War II Japan was rarely able to export as much as she 
imported. During the entire inter-war period, she 
achieved a favorable balance of trade in only four years, 
1935 and 1938-40. In the 1920-29 period, the gap be- 
tween exports and imports was too large to be bridged 
by net invisible receipts, and Japan’s international ac- 
counts were balanced by substantial gold and capital 
movements. In the following decade the import sur- 
plus was small enough to be covered by net invisible 
earnings. 

It is only necessary to ask whether the changes which 
have since taken place have strengthened or weakened 
Japan’s ability to balance her trade to appreciate the 
seriousness of her future long-run problems. The 20 
percent increase in population, the loss of territory 
and valuable nearby markets and suppiies of imported 
raw materials, the decline in demand for raw silk, and 
the deterioration in her capacity to earn invisible in- 
come are the major points which attract attention. 

A larger population, of course, increases Japan's 
dependence upon food imports. Average Japanese im- 
ports of cereals in terms of quantity in 1950 and 
1951 were 45 percent greater than the annual average 
in 1936-38. Domestic production, however, exceeded 
the earlier period by only one percent. Barring a new 
revolution in agricultural practices, or curbs on popu- 
lation growth, there is little hope that domestic grain 
production can be expanded to keep pace with the 
increase in population of about 1.5 percent per annum. 
This means that grain imports may have to be expanded 
by as much as 7 or 8 percent a year if the present rate 
of per capita consumption of cereals is to be main- 
tained. This would involve an increasingly heavy drain 
of foreign exchange for imports which cannot be 
directly converted into exchange-earning exports. 

Of more immediate importance than this is the loss 
to Japan of her major prewar markets in Asia and 
the decline of the American market for raw silk. 

During the 1930s Korea, Formosa, and China played 
an increasingly dominant role in Japanese foreign trade. 
By 1939, 65 percent of Japan’s exports went to these 
Asian countries and 46 percent of her imports were 
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obtained from them. Japanese industry developed in 
the 1930s larecly upon the basis of the raw materials 
obtainable from these nearby Asiatic sources and the 
markets which they provided for finished Japanese 
goods of all types. The improvement in the Japanese 
balance of trade in that decade is largely attributable 
to the exploitation of these markets 


Reduced Trade with East Asia 

In 1951 only a very srnall proportion of Japan's 
trade was done with this formerly all-important area 
5.4 percent of exports and 4.3 percent of imports. These 
figures do not indicate what this sharp decline means 
in terms of the volume of trade and the effect on the 
trade balance. We have already noted that imports 
of cereals have risen since prewar. Of equal or greater 
importance is the fact that in 1936 over 90 percent of 
Japan's rice imports, which exceeded 2 million metric 
tons, came from Korea and Formosa. In 1950-51, 
Japanese imports of rice from Formosa were only a 
50,000 metric tons and Korea imported 


Another important food item, beans 


little over 
nice from Japan 
and peas, came almost exclusively from China and 
Manchuria before the war. In 1950-51, however, this 
area supplied less than one percent as much as the 
volume sent to Japan in 1936. The reduction in sup- 
plies from this area has forced Japan to rely largely 
on the dollar area for food imports in the postwar 
period, adding greatly to her trade deficit with dollar 
countries 

tn 1936, the China mainland supplied one-third .of 
Japan's imports of iron ore, three-quarters of her coal 
imports, and 28 percent of her pig iron imports. In 
1950-51, Japanese imports of iron ore from this area 
were less than one percent of the 1936 volume, coal 
but 14 percent, and pig iron imports were non-existent 
A similar picture can be painted with respect to exports 

The effect of reduced trade with eastern Asia on 
Japan's overall trade recovery may be gauged by 
comparing prewar and postwar trade with selected 
areas, after making adjustment for price changes. In 
the fist eight months of 1951 the monthly average 
of Japanese exports was running at a rate below 30 
percent of the 1936-38 average. Exports to China, 
Korea, and Formosa combined, however, were at 4 
rate less than 3.5 percent of the prewar penod.' The 
rate of exports to all other areas combined was over 
53 percent of the 1936-38 volume. The rate of total 
imports in the first three-quarters of 1951 was a little 
over half the 1936-38 rate. Imports from China, For- 
mosa, and Korea only, however, were lagging far be- 
hind, at a rate only 6 percent of the prewar years 


1 This would be even less for the entire year because of 
the sharp decline in Chinese trade in the last half of 1951 
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Excluding these three countries the rate of imports 
in the first three-quarters of 1951 was more than 78 
percent of 1936-38. 

This approach fails to indicate variations in the de- 
gree of recovery of different components of trade. It 
is interesting to note that by weight imports of soy 
beans, sugar, raw cotton, pulp, hard and bast fibers, 
fertilizer, and coal were less than 50 percent as great in 
1951 as in 1936. On the other hand, imports of crude 
rubber and ores were neariy equal to the 1936 figures, 
while imports of cereals, phosphate rock, and raw 
skins were well in excess of them. 

While it is clear that the loss of Korean, Formosan, 
and Chinese markets is not the sole cause of Japan's 
failure to recover prewar levels of trade or to achieve 
a more satisfactory balance between imports and ex- 
ports, the importance of this factor is obvious from the 
above figures. Exports to other areas have not only 
failed to make up /or this loss, but are themselves seen 
to be lagging behind prewar levels when valued at 
prewar prices. The United States has proved to be 
a substitute source of supply for many items, including 
soy beans, iron ore, and coal, but this is an uasatisfactory 
solution because it only worsens Japan's chronically 
unfavorable trade balance with the United States while 
increasing the cost of production of many industrial 
products using these expensive dollar imports. 


Large Trade with China Doubtful 

Many Japanese businessmen are, therefore, eager to 
restore trade with the Chinese mainland. The hope of 
regaining a part of the Chinese market appears to out- 
weigh any dislike they may have of Communism, and 
the Japanese government is now under heavy pressure 
from business and industrial quarters to relax its severe 
restrictions on Chinese trade, 

It is generally recognized, however, that even under 
the most favorable conditions, the prewar pattern of 
trade with the mainland cannot be restored. Japanese 
trade was then developed to a very large extent upon 
the basis of colonial domination and special privileges 
which no longer exist and cannot be recovered. The 
new regime in China may be expected to bar imports 
in any large quantity of textiles and other consumer 
items which made up a substantial part of China’s pre- 
war purchases from Japan. In 1950-51, when trade 
with China reached a postwar peak, textiles and fibers 
accounted for about 6 percent of Japan’s exports to 
China compared with over 18 percent in 1936-38. On 
the other hand, metals and metal manufactures ac- 
counted for over 60 percent in 1950-51 and only 16 
percent prewar. This may be considered indicative of 
the lines upon which Red China will want to trade in 
the future and without a very fundamental change in 
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world or Japanese domestic policies, it is doubtful that 
a new Sino-Japanese trade pattern can be developed 
on this basis. 

A peaceful settlement in Korea might pave the way 
for some expansion of trade with China and Korea. 
With respect to the latter, the volume of aid made 
available by United Nations members will be the 
determining factor for some time to come. In the case 
of China, the status of the cold war will in all probability 
continue to operate as a limiting factor of major im- 
portance. All these considerations strongly support the 
conclusion that trade with this area cannot be expected 
to equal prewar volume. Japan must look elsewhere 
for markets and raw materials for her industries. 


Raw Silk's Decline 

Japan has suffered a vital loss of trade in her market 
for raw silk, for which the United States has always 
been the biggest customer. In 1936-38, Japanese raw 
silk exports averaged 64 million pounds a year, but 
since the war the maximum amount exported was 
11,572,000 pounds in 1946, a drop of 72 percent. In 
terms of value, raw silk exports reached a postwar peak 
in 1951, when total exports to all countries amounted to 
an equivalent of $41.5 million, only 37 percent of the 
1936-38 average. This decline is especially serious be- 
cause of the importance of silk as a dollar export. Over 
80 percent of Japan’s raw silk exports went to the 
United States in 1936-38, accounting for 57 percent of 
all United States imports from Japan during that 
period. Average annual earnings from sale of silk to the 
United States in these years were $95 million. In 1951, 
this figure had been reduced to only $22.2 million, or 
less than a quarter of the prewar figure. In 1950-51, 
raw silk exports paid for only a little over 3 percent of 
Japan's imports from the United States, compared with 
over 32 percent in 1936-38. Since the decline of silk 
is primarily the result of the great progress made by 
substitute synthetics, any substantial revival of the 
market for this product appears extremely unlikely. 

Invisible income, apart from that derived from United 
States military sources, has been slow to recover its 
prewar importance, indicating another serious weakness 
in Japan's economic structure. In 1951, Japan had net 
debits of $34 million for shipping, $1.3 million for in- 
surance, and $4 million for interest and dividends. 
Personal and institutional remittances showed a net 
credit of $15 million, and tourist and diplomatic ex- 
penditures, excluding the allied armed forces, a credit 
of $2 million. If, for the sake of comparison, we in- 
flate Japan’s 1936 invisible earnings to compensate for 
price changes, we find that the comparable figures for 
that year, which were all net credits, were $149 million 
for shipping and related services, $10 million for in- 
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surance, etc., $15 million for interest and dividends, 
$65 million for emigrant remittances, and $20 million 
for tourist and diplomatic expenditures.’ These figures 
point up the rhagnitude of Japan's loss in these fields 
as a result of the war and the slowness of the recovery. 

Japan's heavy reliance on American imports has 
increased in the postwar period as a result of the 
reduction in the availability of imports from Asia. At 
the same time, the great decline in raw silk has further 
widened the gap between Japan's dollar imports and 
exports. In 1936-38, Japan's trade with the United 
States showed imports 83 percent greater than ex- 
ports. In 1950, they exceeded exports by over 120 per- 
cent and in 1951 this had risen to 290 percent, even 
though the value of imports adjusted for price changes 
was below the prewar level. This large dollar trade de- 
ficit was possible only because of the United States aid, 
special procurement, and other invisible earnings which 
Japan has enjoyed. 


The Problem of Dollars 

It is obvious that Japan has a latent dollar shortage of 
alarming proportions, which would probably appear 
not long after the attainment of the settlement in Korea. 
The Japanese problem is not only to lift the general 
level of trade and secure an overall balance, but also 
to achieve increased normal dollar earnings to offset the 
increased dependence upon American imports, This is 
a particularly important goal in this world of incon- 
vertible currencies. At the present time, this can be 
done either through increased doliar exports, increased 
normal net invisible earnings, inflow of American capi- 
tal, or renewal of some form of American aid, The 
restoration of convertibility of currencies, particularly 
of sterling, would, of course, greatly ease the situation 
for Japan by facilitating multilateral trade settlements. 
Inconvertibility, however, means that generally other 
nations have balance of payments problems similar to 
those threatening Japan. Achievement of an overall 
solution hinges upon the restoration of payments equili- 
brium between the dollar area and the rest of the world. 

Japan's prospects for securing increased dollar earn- 
ings from exports depend to a very large extent upon 
her ability to increase sales in the North American 
market, principally the United States. Although she 
settles her trade with 27 other countries in dollars, on 
the basis of cither open account agreements or cash, 
most of these countries have dollar shortages of their 
own which act as a barrier to increased Japanese ex- 
ports not matched by increased imports. Trade with 
hard currency countries other than the United States 
tends to be on too small a scale to encourage hopes of 


2 The 1936 figures are here inflated by the US whol- 
sale price index for 1951. 


an export expansion sufficient to make a very large 
contribution to the solution of Japan's dollar problem 
Brazil and Argentina, Japan's largest South American 
customers, both trade on an open account basis, mini- 
mizing the dollar settlement. Exports to these two 
countries rose markedly in 1951, but little advance was 
made elsewhere in the western hemisphere and there 
is no indication of any strong trend toward an ex- 
pansion of Japanese exports in either North or South 
America 

The United States is Japan's 
outranking all others combined. In theory, at least, the 


largest dollar market, 


Japanese are free to expand exports to the United States 
without limit, and it is logical to expect a redoubling 
of efforts to increase sales to the United States should 
the dollar shortage emerge. The fact is, however, that 
Japan has already learned of the difficulties and dan- 
gers of aggressive invasion of American markets. There 
are few important products exported by Japan which 
would be welcomed in United States markets in sub- 
stantially increased quantities. Items which have made 
good progress in the past, such as ceramics and tuna 
fish, have already given rise to pressure from domestic 
To avert complete 


increased tanffs 


American market, the Japanes 


producers for 
exclusion from the 
tuna industry has imposed absolute limits upon the 
quantity of canned and frozen tuna which may be 
exported to the United States, thereby insuring little 
or no expansion of dollar earnings from this important 
dollar-earning export 

Taniff barriers and the threat of increased protection- 
ism may well prove to be an insurmountable obstacle 
to the Japanese efforts to sell more in the United States 
Even in the absence of this obstacle, however, it ts 
doubtful that the sale of products of Japanese industry 
could be multiplied to the extent necessary to reduce 
appreciably her trade deficit with the dollar area. In 
terms of dollars of constant value, Japan actually ex- 
ported considerably less to the United States in 1951 
than in 1950. Here, as in other dollar countries, the 
trend is not in the direction of a strong, steady expansion 


of Japanese export carnings 


Japan and South Asian Markets 


There has been a tendency to regard the develop- 


ment of markets and the exploitation of raw materials 
in south and southeast Asia as the best solution to the 
very grave trade problems confronting Japan The 
Japanese the mselves have been eager to take advantage 
of opportunities to trade with that area, and trade with 
Asia, excluding China, Korea, and Formosa, has made 
a very strong recovery, surpassed only by Australia and 
Oceania. In both 1950 and 1951, these Asian markets 
provided the largest outlets for Japanese products and 
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were second only to the western hemisphere as a source 
of Japanese imports. 

This is encouraging progress, and it may continue. 
The realization of plans to exploit mineral resources in 
southeast Asia with the aid of Japanese capital might 
well further expand Japanese trade with this area. 
Plans for such exploitation are being discussed with 
respect to iron ore in India, Malaya, and the Philippines 
and with respect to nickel, coal, iron, and lumber in In- 
donesia. Few operations have yet begun, however, and 
there are a number of serious obstacles in the way 
which might stop the execution of these plans. 

Japan is not the only industrialized nation which 
hopes to profit from the development of this area. The 
British especially are firmly entrenched throughout 
most of southern Asia and cannot be expected to sur- 
render their advantageous position to the Japanese 
without a struggle. Malaya, for example, has until 
recently refused to permit the entry of Japanese na- 
tionals, and the local authorities have insisted that 
Japanese capital is not required at present. Nationalism 
and anti-Japanese sentiment left over from the war 
are strong bars to extensive Japanese investment. Some 
Japanese have expressed the fear that investments in 
the Philippines and Indonesia might be subject to con- 
fiscation as reparations payments and until this issue is 
finally settled it may be expected to deter Japan from 
taking risks. In addition to this there is, of course, the 
general uncertainty and insecurity prevailing in many 
countries in this area which is today discouraging in- 
troduction of foreign capital from abroad. The possi- 
bilities of nationalization, and possible confiscation 
and discrimination, can no more be ignored by the 
Japanese than by any other investors. 


Limited Investment Capital 

Japan does not have unlimited capital to pour into 
south Asia. The largest overall figure mentioned to date 
calls for investment of $91 million in this area over 
a five-year period. The Japanese Export-Import Bank, 
the most likely source of funds for foreign investment, at 
present has less than $30 million available for loans. 
The maximum maturity for its loans is set by law at 
five years. Lack of readily available capital for long- 
term loans is said to be delaying a $55 million Japanese 
pig iron project in India. This same difficulty will 
doubtless handicap other schemes as well. 

Assuming the loss or drastic curtailment of special 
procurement earnings, Japan would probably find for- 
eign investment quite beyond her means. Her economy 
would no doubt remain heavily dependent upon dollar 
supplies of foodstuffs and raw materials which south 
Asia could not supply. She then could ill afford the 
dollar imports required for the additional production 
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needed for an overseas investment program. It is true 
that to some extent the investment would be dollar-say- 
ing, but it is very easy to overlook the fact that south 
Asia does not, and probably never will, produce in 
sufficient quantity most of the goods supplied to Japan 
by the United States in order to replace the latter as 
a source of supply. In 1950-51, cereals accounted 
for 25 percent of Japan's imports from the United 
States and raw cotton for 37 percent. Iron ore, which 
is one of the raw materials the Japanese are most 
eager to procure from south Asia, formed slightly over 
one percent of imports from America in this’ period. 
Coal equaled 2.5 percent. 

Major dollar savings are to be sought mainly in 
terms of increased supplies of southeast Asia’s rice and 
through a reduction in the price of sterling cotton, 
which will permit Japan to reduce her reliance on 
North American supplies of cereals and cotton. In 
1951-52, the production of rice in southeast Asia’s 
principal rice-producing countries, Burma, Indochina, 
and Thailand, reached 98 percent of the 1935-39 
average. Exports, however, lagged considerably behind 
prewar. In 1951, Burma exported only 60 percent as 
much rice as she did in 1937, Indochina exported about 
one-quarter as much, while Thailand, despite a 50 
percent increase in production, attained only 89 percent 
of the 1934-36 export average. This reflects in part 
the increase in population of these areas and their in- 
creased domestics requirements, In the case of Indochina 
and Burma, it reflects both reduced production and 
transportation difficulties which will not be overcome 
until peace and order are restored in these countries. 

There is hope that, in the future, these countries will 
be able to make increasing quantities of rice available to 
the rest of Asia, Unless rapid progress is made, how- 
ever, it may be found that population in rice-short 
Asia will outstrip increases in supply, as appears to have 
been the case in the last three years. Moreover, devel- 
opment programs, designed to raise living standards in 
southeast Asian countries, will tend to increase rice con- 
sumption in this area, further enlarging demand. As 
has been pointed out, Japan too will experience an in- 
crease in food requirements as her population grows. 
Japan’s cereal imports from America approached two 
million metric tons in 1950-51. More than a gradual 
improvement in Asian supplies will be required to make 
a substantial reduction in these imports possible. 


Stress on Sterling Area Imports 


Japan is constantly endeavoring to switch from dollar 
to sterling imports where possible. In 1952-53 she ex- 
pects to obtain nearly 58 percent of her raw cotton 
from non-dollar areas. Price premiums on sterling cot- 
ton hinder progress in this direction, but there are 
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grounds for hope that further advance will be made. 
This year Pakistan, the largest supplier in the sterling 
area, wanted to sell Japan 120 million pounds more 
cotton than the latter was willing to take at prevailing 
prices. Additional cotton is, therefore, available and 
indications are that Pakistan is being forced to bring 
prices into line with the world market. Lower prices 
would, of course, result in increased demand from other 
Pakistan customers and Japan could not expect to 
obtain the same quantity at world market prices. How- 
ever, should Japan eventually find it both feasible and 
possible to increase her imports of Pakistan cotton by 
the indicated amount, she could save over $30 million 
in dollar cotton purchases. Substantial dollar savings 
are, therefore, not impossible but their achievement 
will at best be slow and uncertain because of the in- 
creased demand for soft-currency cotton and the ob- 
stacles to increased production arising from the pro- 
ducing countries’ needs for expanded food crop acreage. 

The benefits Japan is likely to derive from investment 
in south Asia must, therefore, be regarded as modest, 
because of the hindrances which may be expected to 
curtail and retard present plans and the basic inability 
of this area to supply the bulk of Japan’s import re- 
quirements economically. 

Sout Asia and Foreign Exchange 

As-a colonial area, south Asia was a rich source of 
foreign exchange earnings to the former colonial pow- 
ers, just as Malaya is to Britain today. The raw materials 
produced in the colonies were sold in what are now 
dollar markets, while the colonial powers supplied the 
biggest part of their imports. 

With the elimination of colonial domination, it has 
become possible for Japan to expand her exports in 
these areas at the expense of the former colonial powers. 
However, this has not meant that south Asia has become 
a rich source of dollar exchange for the Japanese. The 
independent states in this area have demonstrated a 
strong propensity for spending their dollars in the west- 
ern hemisphere. Even in 1951, when this area was still 
profiting from the price boom in raw}materials, the 
area as a whole, excluding Malaya and Singapore, had 
an unfavorable balance of trade with the United States 
and Canada. Only Ceylon, Burma, Malaya, Pakistan, 
and Thailand have tended to show consistently an ex- 
port surplus in trade with the United States, and all 
of these countries save Thailand are members of the 
sterling area dollar pool and are not free to trade with 
Japan on a dollar basis. 

Despite the fact that Japan has a favorable balance of 
trade with south Asia as a whole, this is of value to 
her only to the extent that she can use the net income 
to procure imports from other areas, In the case of 
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Hongkong, Ceylon, India, Pakistan, Burma, and Malaya 
and Singapore the balance is payable in sterling. In- 
donesia, Philippines, Thailand, and Indochina trade 
balances are supposed to be settled in dollars 

Japan may endeavor to supplant the United States 
as a supplier of this area to a larger extent, establishing 
a new pattern of triangular trade. She has had little 
success in this so far. Japanese capital goods, in many 
cases, are high in cost relative to the products of the 
Western industrial nations. This, in part, stems from 
the obsolescence of much of the Japanese industrial 
plant and in part from the high cost of raw matenals 
which must be transported long distances to Japan 

The Japanese have had high hopes that dollar ex- 
penditures in connection with American-financed de- 
velopment programs in this area would be made on a 
fairly large scale in Japan. These hopes have yet to 
be realized. In the first half of 1952, MSA let con- 
tracts in Japan totalling $2.7 million. This was more 


than $2 purchase requisitions, as 


million short of 


Japanese bids either were too high or failed to meet- 


specifications. In time, Japanese prices may be com- 
petitive, but it will be no easy matter to lower costs, 
and if Japan insists on payment in dollars it will be 
a long time before she will be able to supplant the 
United States and European nations as suppliers of 
capital goods in these markets 

On the other hand, the industrial development of 
these nations promises to make it increasingly difficult 
for Japan to sell her textiles and other products of her 
light industries as new competitors spring up and the 
importing countnes turn protectionist to foster domestic 
his is already a rapidly growing trend and the 
As the 
market for textiles narrows and competition becomes 
keener, we see the British taking action to exclude the 
Japanese from their colonial markets, thus aggravating 
the effects of the general contraction on the Japanese 


industry 
textile industry especially is suffering from it 


industry. In the long run, it is possible that Japan’s 
position will be weakened rather than strengthened 
by south Asian development. It is certain that ex- 
ploitation of this area offers no simple solution to 


Japan's problems 


Other Solutions 


A remaining alternative for Japan lies in the devel- 
opment of increased invisible earnings and the expansion 
of income on capital account. Private capital is flowing 
into Japan in increasing amounts, but it is still relatively 
insignificant as a factor in Japan's balance of pay- 
The total inflow in 1951 was reported to be 
As capital flow is determined 


ments 
less than $13 million 
primarily by opportunities for remittable return and 
not by the need of the recipient, it cannot be said that 
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the outlook for large-scale induction of foreign capital 
into Japan is bright, in spite of recent liberalization 
of the Japanese Foreign Investment Law. The gen- 
erally discouraging long-run prospects faced by Japan 
raise doubts about her ability to maintain a liberal 
policy toward capita] remittances in the event of the 
settlement of the Korean conflict. Capital may, there- 
fore, continue to flow in but only for so long as the 
need for it in terms of the balance of payments picture 
is not great 

With respect to invisibles, shipping is being rapidly 
strengthened, and it is hoped that by 1960 Japanese 
bottoms will be carrying 50 percent of Japan’s foreign 
trade cargoes. This compares with a prewar rate of 
about 61 percent. In 1951, the rate was only 31.4 
percent. Insurance may very well regain its position as 
a net earner of foreign exchange eventually, but other 
invisible items show little promise. Japan will in the 
near future be oblige) vo resume service on her private 
fortign debt and to negotiate a settlement on her 
GARIOA debt, both of which will result in a sharp 
rise in payments, megating some of the gains in ship- 
ping and insurance. Emigrant remittances have de- 
clined as a result of the large-scale repatriation of 
Japanese nationals since the war, and they may be ex- 
pected to decline further with the passage of time and 
the progressive weakening of family ties. 

The outlook for tourst expenditures is more hope- 
ful, as the retention of American security forces in 
Japan will guarantee substantial earnings in this cate- 
gory, the level depending upon the course of military 
developments in Asia as already noted. Assuming a 
Korean settlement, it may be expected that receipts 
from this source will drop very sharply. As these 
receipts appear to be running at more than double 
their pre-Korean rate, it is likely that they will be 
more than halved. As Japanese rearmament progresses 
and the need for United States garrison forces diminish- 
es, further decline may be expected. 

The maintenance of American security forces in 
Japan, however, will involve large official expenditures 
for both goods and services. It is difficult to estimate 
the magnitude of income from this source or the 
period of its duration. As we noted earlier, it may do 
no more than partially compensate for the loss of direct 
US aid, but this remains potentially the single largest 
source of invisible earnings available to Japan if a 
Korean peace settlement is reached. 


Alternative of Import Cuts 


If the Japanese are unable to offset their trade de- 
ficits through an expansion of exports or other earnings, 
the alternative of import cuts remains open to them. It 
can be maintained that Japan has now adjusted to 
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import and consumption levels considerably below pre- 
war and that postwar experience indicates that it may 
be possible to stabilize trade at a level considerably 
lower than that attained in 1951. This possibility can- 
not be excluded, though its desirability may be ques- 
tioned. A solution along these lines would probably 
imperil any program of increasing Japanese defensive 
strength and developing Japan as a stabilizing force 
in the Far East. In view of the unpromising outlook in 
other directions, however, it is not unlikely that Japan 
will be forced to resort to this as at least a partial 
solution. 

Hopes for the continued viability of the Japanese 
economy rest upon a combination of uncertainties, one 
of the most important of which is the volume of US 
military spending in Japan and the immediate vicinity. 
Increased earnings of hard currencies from cither 
merchandise or normal invisible exports are not highly 
promising because of insufficient competitive advantage 
in many Japanese industries, Recognizing the possi- 
bility that net invisible earnings might drop very sharply 
in the future, the Japanese are obliged to consider very 
carefully the possibilities of increasing dollar export 
earnings and switching to non-dollar sources of supply. 
These possibilities are at present limited by shortages 
and restrictions on trade. Elimination of the former ap- 
pears to be a long-range problem, the solution of which 
is uncertain. The lifting of trade restrictions hinges upon 
complex political and military developments which are 
now unpredictable. 

It is by no means clear that there is a “normal” solu- 
tion to Japan’s problems. It is certain, however, that 
in spite of the seeming strength of Japan’s present posi- 
tion, the basic problems must be recognized as serious on 
both sides of the Pacific if we are to avoid the risk 
of a dangerous weakening of this important link in the 
non-Communist chain of defense. Policies which do 
not take this into account will at best delay and at worst 
render impossible a satisfactory solution to the dif- 
ficulties which may emerge with the attainment of 
peace in the Orient. : 


Higher Education 
in Hongkong 


pierre ABROAD WILL hardly be surprised that the 
colony of Hongkong has recently felt compelled 
to review its facilities for higher education. The popu- 
lation has growA from a mere 600,000 after the 
Japanese occupation to some 2,500,000 today, and the 
influx of refugees from China is mainly responsible 
for the rise. The size of this body of refugees, com- 
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bined with the emergence of Communist China, has re- 
emphasized Hongkong's sense of responsibility as the 
last geographical link between Chinese and Western 
civilization. 

The recently published report on Higher Education 
in Hong Kong* was prepared by a committee corm- 
posed of leading Chinese and European businessmen, 
besides professional educationists. Its most startling re- 
commendation is that the University of Hongkong 
should offer degree courses in arts and sciences, using 
the Chinese language as the medium of instruction. If 
the recommendation is followed, the University of 
Hongkong will be the first British university to offer 
degree courses in a language other than English. The 
recommendation is therefore of more than local sig- 
nificance. It is necessary to explain the background on 
this novel recommendation, for the situation in Hong- 
kong is probably without parallel elsewhere. 


Needs of Refugees 


The compelling new factor is that there are large 
numbers of refugees in Hongkong secking higher edu- 
cation in the Chinese language; on the other hand, 
the colony itself has developed a dual system of se- 
condary schools, some of which give instruction in 
English, and some only in Chinese. Before 1949 the 
products of these Chinese secondary schools (there are 
over 1,000 students each year) could go to China for 
their higher education. Under present circumstances, 
most students are faced with the choice of embrac- 
ing Communism in order to secure higher education, 
or doing without higher education altogether. The 
report also argues that educational institutions in 
Hongkong should in any case mirror the colony's 
cultural position as a meeting-place of Western and 
Chinese civilization. The University of Hongkong should 
become more a center for Chinese thought and Chinese 
studies than it has been in the past; on the other hand, 
the Chinese secondary schools should begin to give a far 
greater place to the English language as a key to West- 
ern culture. 

The committee also believes that University edu- 
cational services should be developed and projected 
more widely into the community of Hongkong. It is 
recommended that the University should develop a 
Department of Extramural Studies, which in its scope 
would be not unlike similar departments attached to 
universities in the United States, and would offer a 
wider variety of subjects than is normal in a British 
university. 


1 Published by the Government Printer, Hongkong, Sep- 
tember 1952. 
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Equally interesting are the proposals to develop the 

Institute of Far Eastern Studies, and to create an 
Institute of Education. The prime duty of both these 
Institutes is to conduct research. The Institute of Far 
Eastern Studies is already in existence and offers courses 
in Oriental languages. The private American organiza- 
tion, Aid Refugee Chinese Intellectuals, Inc., has of- 
fered to pay for the establishment of six research fel- 
lowships in this Institute. In due course the Institute 
should be able to provide facilities for distinguished 
visiting scholars from abroad. 

The report also envisages many developments out- 
side the sphere of the University of Hongkong. It 
surveys the colony’s needs for a wide range of pro- 
fessions and skills, and in particular recommends steps 
to roughly double the supply of trained teachers and 


nurses. 


Hongkong's Role as a “Link” 
A salient passage in the report states: 


In the first place higher education must be related to Hong 
Kong's own needs, professional, technical, and cultural. Be- 
cause of the connection with England it should provide 
especially for English studies and for modern technical and 
professional studies of an English type and standard given 
in the medium of English. Because the people are Chinese 
and because of the close link with China it should also pro- 
vide for a variety of higher Chinese studies. Hong Kong stu- 
dents should therefore have the peculiar advantage of being 
influenced by the best of both English and Chinese thought. 
They should be of the East but have a sympathetic under- 
standing of the ways of the West, and many of them should 
possess advanced modern knowledge of the techniques and 
standards of the West. If such Hong Kong students could fill 
useful posts in China and the Far East where their knowledge 
and training could be of value, it should be a privilege to 
Hong Kong to train them for these posts. Hong Kong cannot 
prosper in isolation and will always be dependent on the 
prosperity of its neighbors. In helping to meet its neighbors’ 
requirements for highly trained and reliable personnel it will 
at the same time be helping itself. We think . it would 
be an excellent gesture of goodwill if scholarships were of- 
fered to enable selected students from these countries to come 
to Hong Kong for training. 

The measures recommended are expensive, and the 
report indicates the most likely sources of income, The 
major burden of finance is to be borne by the Hongkong 
government itself. In addition, it is suggested that 
aid be sought not only from the Imperial Government in 
London but from American sources as well. The report 
points out that some of the powerful American educa- 
tional foundations may well have an interest in some 
of the developments proposed, as may American 
missionary societies which have been excluded from the 


colleges and universities of China. K. E. PRIESTLEY 


Dr. Priestley is a member of the Department of Education at 
the University of Hongkong. 
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BOOKS ON THE PACIFIC AREA 


ECONOMIC SURVEY OF JAPAN (1951-52). Economic 
Stabilization Board, Japanese Government, July 1952. 
318 pp 

JAPANESE INDUSTRY TODAY: FOREIGN INVEST- 
MENT POSSIBILITIES. Foreign Capital Research So- 
ciety, c/o Bank of Japan, 1952. xi, 182 pp. 


The Economic Survey of Japan for 1951-52 is the latest 
of a series of “White Papers” prepared and published by the 
Japanese government, providing periodic surveys of the coun- 
try’s economic position. Economic developments during the 
fiscal year ending in March 1952 are discussed under the 
headings of prices, foreign trade, industrial production, trans- 
portation, corporate enterprise, public finance and banking, 
food and agriculture, labor, and living standards. The Korean 
war boom of 1950, we learn, was succeeded by a moderate 
recession in 1951. 

In addition this, the first postwar volume, includes an 
overall survey of Japan's economic recovery since the war 
and an appraisal of the economic potential of independent 
Japan. The authors of the report conclude that despite ap- 
pearances, Japan has not yet achieved a self-supporting 
economy; that independence brings new problems and obli- 
gations; and that Japan should take advantage of the pres- 
ent period of “accidental” prosperity ‘> modernize her indus- 
tries, lower costs of production, strengthen her efforts to 
expand markets and develop resources in southeast Asia, and 
utilize available capital with maximum efficiency. 

Japanese Industry Today is the third edition of a hand- 
book designed to offer “preliminary information on actual 
conditions in Japanese industries to those who are interested 
in the Japanese economy and especially to those who are in- 
terested in investment opportunities.” Data are provided on 
major industries, postwar foreign investments, and the balance 
of payments. The volume is issued by the Foreign Capital 
Research Society, headed by Mr. Hisato Ichimada, Governor 
of the Bank of Japan. M.S.F. 
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